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On July 30, a consortium comprising Portuguese, Spanish, and US firms bought 80% of the
state-owned electric distribution company Empresa Electrica Guatemalteca (EGSSA). The
telephone company is to be sold in late September and dozens of other state business are slated for
privatization. Before the sale, the Guatemalan government owned 96.1% of EGSSA, and 3.9% had
been sold to the private sector. Under the new ownership pattern, the remaining 16.1% will be sold
through a stock issue on the Bolsa de Valores de Guatemala.
The consortium partners, TPS de Ultramar (US), Iberdrola Energia (Spain), and Electricidad de
Portugal, offered US$45 million more than the next-highest bidder, the consortium of Enron Caribe
(US) and Union Fenosa (Spain). The winning bid was for US$520 million, financed with credits from
US-based Nations Bank. Minister of Energy and Mines Leonel Lopez said experts had expected to
sell the shares for between US$200 million and US$300 million. Half the amount realized from the
sale will go to reduce the US$1 billion internal debt, said Lopez. The remainder is to be invested in
expanding electric service to rural areas.
The new owners are obliged under terms of the sale to provide service to 70% of those who do
not have it. At present, only 30% of the population have access to electricity. The government
announced in August that it will privatize the state-owned telephone company Telecomunicaciones
de Guatemala (TELGUA) in late September. Ninety-five percent of the shares will be auctioned
and the remaining 5% will be sold to TELGUA workers. The September bidding will be the second
attempt to sell the company. In the first attempt in December 1997, only Telefonos de Mexico
(TELMEX) made an offer.
The government considered its US$500 million bid too low and canceled the sale. While the
Communications, Transportation, and Public Works Ministry has not set a base price for TELGUA,
Minister Fritz Garcia-Gallont said the participating bidders know that anything lower than US$700
million will not be accepted. The government expects to sell TELGUA for US$800 million and use
half the proceeds to reduce the internal debt. Investors will not be bidding on a telecommunications
monopoly because in March the government opened the market, dominated by TELGUA and
Comunicaciones Celulares (COMCEL), to 11 competitors who will offer local and long-distance
telephone service as well as data transmission and other services.

Fifty-six other enterprises will be sold
Some 56 state enterprises are scheduled to go on the auction block, including two electric generating
plants, the railroads, post offices, airport terminals, seaports, the Guatemalan Social Security
Institute (IGSS), and the Tourism Institute (INGUAT). The government hopes the influx of hard
currencies brought about by the privatizations will boost GDP for 1998 to 5% and stimulate the
economy. Officials said the high price paid for TELGUA showed that investors are impressed with
the "transparency" of the privatization process and the general state of the economy.
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Banco de Guatemala president Edin Velasquez said the new funds would reduce monetary
pressures resulting from the debt by strengthening reserves, which in turn will shore up the
currency and hold inflation down. Besides reducing the debt, privatization income will be invested
in several social programs. [Sources: La Prensa Libre (Guatemala), 03/14/98; Agence France-Presse,
La Nacion (Costa Rica), 07/31/98; Notimex, 07/13/98, 08/09/98, 08/10/98, 08/19/98, 08/23/98, 08/28/98]
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